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Social Entrepreneurship, Public Benefit,
and the Exclusivity through Purpose
Jon M. Garon*
This article is part of a series of book excerpts from The Entrepreneur’s Intellectual Property &
Business Handbook, which provides the business, strategy, and legal reference guide for start-ups and
small businesses.
In the United States there has been the development of a relatively new category of for-profit
enterprise that focuses on a public good that occurs directly as a consequence of the company’s
operation. Unlike a tax exempt, nonprofit charity which can have no shareholders, the public benefit
corporation allows for shareholders and profits, but it also allows management great flexibility in
transferring the profits of the enterprise to the charitable purpose identified in the organizational
documents of the company.
In Colorado, for example, a public benefit is defined as “one or more positive effects or reduction
of negative effects on one or more categories of persons, entities, communities, or interests other than
shareholders in their capacities as shareholders, including effects of an artistic, charitable, cultural,
economic, educational, environmental, literary, medical, religious, scientific, or technological nature.”1
A growing number of states are adding statutes to give corporate management the power to
expend resources on these charitable activities. Companies where ownership and management are
integrated can always make these arrangements, provided there is not dissension among the owners.
Newman’s Own has served as such a company for decades. It includes “all profits to charities” in
its marketing. While it makes good sauces and dressings, it is in the business to raise funds for other
charities. Another example is TOMS Shoes, which donates a pair of shoes to an African charity for
every pair it sells. Bixbee backpacks follows a similar model for its goods as does Bombas, which
donates a pair of socks to a homeless shelter for every pair purchased.
The category gains a great deal of attention, but it is an uneasy mix of services that fall
uncomfortably between true nonprofit organizations that address social and cultural needs and forprofits that provide goods and services for a fee. Target, for example, has long committed to provide
5% back to the local public schools in the communities it serves. It is a reason some people choose
Target over Walmart. But it remains a profit-seeking publicly traded enterprise.
Newman’s Own has a level of commitment that makes the company a nonprofit in purpose even
as it remains a taxable entity in operation.
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Another variation on social entrepreneurship is to focus on addressing matters of public concern
and social welfare through the types of products and services developed. Examples may include “Fair
Trade” shops that assure working wages are paid at all steps in the manufacturing process, that
products are sourced only from areas with meaningful environmental policies, and that recyclable
materials are used to minimize waste. Companies that do well by doing good will tend to resonate
with the public, provided the commitment is real and the effects are both substantial and verifiable.

